ABSTRACT
Introduction
In Pakistan, the average GDP growth rate in 1980 it was 6.5% and cut down in 1990 to 4.8% and the grew up the in current decade to 8%. On the other hand the fiscal deficit in 80"s it was 7.1%, in 90"s was 6.9% and in running decade the average rate of fiscal balance was 10% as 1 For Citation: NICE Research Journal Vol. 3, 2 Lecturer, IQRA University Gulshan Campus, Karachi, Pakistan. For correspondence: stjawaid@hotmail.com 3 Assistant Professor, IQRA University Gulshan Campus, Karachi, Pakistan. 4 Business Graduate, IQRA University Gulshan Campus, Karachi, Pakistan percentage of GDP. Conversely the average growth of money supply (M2) in 80"s was 13.2%, in 90"s it was 16.8% and in next decade it is 15.61% respectively 5 .
In previous studies, the comparative affect of fiscal and monetary policy on economic growth is discussed. But there are few time series studies on the subject in context of Pakistan.
Moreover, this study examines the comparative effect of monetary and fiscal policy on economic growth by using long term annual time series data in Pakistan.
This paper is organized as follows. Following Introduction, section 2 discussed literature reviews. Section 3 classifies modeling frame work. Section 4 reports results and section 5 discussed conclusion and recommendation.
Literature Review
The literature on the relationship between monetary and fiscal policy with economic growth, there are well establish theories that can clearly identify the channels through which monetary and fiscal policy affects economic growth.
Theoretical Framework
The monetarists" view is expressed by making reference to the "Quantity Theory of
Money" as in equation (1) 
Y=C+I+G (2.3)
Where Y as the gross domestic product, C as the total consumption, I is the investment and G is the government expenditures. 
Empirical Studies
Economic theory postulates a very clear role of monetary and fiscal policy to improve economic growth. However, the empirical findings in this regards have been mixed. Some selected studies have been discussed in this section.
6 See Stiglitz and Walsh (2002) pp. 536-537 and pp. 642-643.
The findings that monetary action will leads to an increase in economic growth than fiscal policy are consistent with the findings of Andersen and Jordan (1968), Ajayi (1974) and Elliot (1975 They analyzed that degree of openness exclusion does not weak the result. It is recommended that they should more focus on monetary policy in Nigeria for economic stabilization.
Modeling Framework
On the basis of empirical studies, the model to examine the effect of monetary and fiscal policy on economic growth examined through the following equation:
The ε t is the error term. In 
Estimation and Results
To find out the existence of the long run relationship between variables of equation 3.1.
First we performed stationary analysis by using Dickey and Fuller (1979) and Phillips Perron (1988) tests. The results of both the test are given in the table 4.1 
Note:
The critical values for ADF and PP tests with constant (C) and with constant and trend (C&T) at 1%, 5% and 10% level of significance are -3.68, -2.97, -2.62 and -4.33, -3.58, -3.22 respectively. Source: Authors" estimation. 
Conclusion and Implications
In modern literature, the comparative effect of monetary and fiscal policy on economic growth had been widely discussed. The cointegration tests confirm positive long run relationship between monetary and fiscal policy with economic growth. However, monetary policy has more concerned with economic growth than fiscal policy. The implication of the study is that the policy makers should focus more on monetary policy than fiscal to enhance economic growth. The role of fiscal policy can be more effective for enhancing economic growth by eliminating corruption, leakages of resources and inappropriate use of resources. However, the combination and harmonization of both monetary and fiscal policy are highly recommended.
